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MEMORANDUM

TO: Joint Fiscal Committee J
FROM: Neale Lunderville, Secretary of Administration 7 lw‘* F u L&
DATE: October 26, 2010

RE: FY 2011 Labor Contract and Retirement Savings —
report required by 2010 Act 156 Sec. B.1101(a)

We are hereby submitting the report on FY 2011 Labor Contract and Retirement Savings
required by 2010 Act 156 Sec. B.1101(a).

Sec. B.1101(a)(1): Labor contract savings due to negotiated contract.

The State/VSEA Non-Management, Supervisory and Corrections collective bargaining agreements for FY
2011 include a 3% reduction in pay plan hourly rates. This reduction has been extended to Managerial and
Confidential classified employees. In addition, step increases will be delayed 2 years (that is, there will be
no step increases in FY 2011). The State/Vt Troopers’ Association (VTA) bargaining agreement includes
a 1 year step freeze, and various other reductions in compensation.

Executive Branch exempt employees will also see a 3% salary reduction, unless previous reductions of at
least 3% have already been sustained.

Judicial and Legislative Branch employee salaries are either governed by law or separate bargaining unit
agreements. The FY 2011 Judicial and Legislative budgets, as passed, already reflect FY 2011 salary
savings.

Departmental budgets in the FY 2011 Appropriation Bill were developed before these salary reductions
were agreed to. The General Fund value of these salary reductions was projected as $5,548,030, and Sec.
B.1101(a)(1) authorizes the Secretary of Administration to reduce appropriations accordingly.

Based on detailed salary analysis by the Department of Human Resources and our office, we allocated the
reductions.

Overall, the value of the 3% reduction was computed based on the June 17, 2010 payroll. The reduction is
in effect for 24 of 26 paydays, and for the extra (27" payday in FY 2011. We added FICA, and the state
shares of retirement (at the 15.37% in effect for FY 2011), LTD and life insurance (total: 23.71%). We
developed the general, transportation and special fund % for each appropriation level Dept ID from BDS

salary funding data.
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We have apportioned the $5,098,032 across the combined General and Special Fund salary base, and
reduced only the General Fund appropriations, leaving the Special Funds for Departments’ use to oftset
the reductions. Where there is no General Fund salary component, we are substituting Special Fund
reductions and fund transfers, and will seek authority to do so in the FY 2011 Budget Adjustment.

The effect of the 3% reduction on the 27" payday will be a $199,358 General Fund appropriation
reduction to 2010 Act 156 Sec. B.1103(a)(1).

The detailed allocations of these savings is shown on the attached spreadsheet. It will be noted that the net
result of these appropriation reductions and transfers to the General Fund is $250,640 less than the savings
set forth in Sec. B.1101(a)(1). The FY 2011 Budget Adjustment will address this shortfall.

Sec. B.1101(a)(2): Adjustment to state employees’ retirement.

The state contribution to the state employees’ retirement system is based on numerous assumptions,
regarding actuarial projections, investment prospects and the salary base for the retirement rate, among
others. These assumptions have changed during the budget process, so that the budgeted retirement rate of
15.84% has been reduced to 15.37%. Sec. B.1101(a)(2) shows the statewide General Fund and
Transportation Fund savings from the budgeted amounts as $1,768,800 GF and $686,400 TF; however,
some of these savings have already been captured in the labor contract savings in Sec. B.1 101(a)(1), so the
actual savings due to the reduction in retirement rate is $789,966 in General Fund appropriations, and
$6,697 in a transfer from a Special Fund; and $316,953 in Transportation Fund appropriations. The
reductions correspond to the distribution of the initial increases that were included to bring the retirement
rate to the budgeted rate of 15.84%.

The Agency of Transportation is achieving its share of the savings ($220,394) by a reduction in the
Transportation Fund appropriation for the 27" payday in 2010 Act 156 Sec. B.1103(a)(1).

The detailed allocations of these savings is shown on the attached spreadsheet. It will be noted that the net
result of these appropriation reductions and transfer to the General Fund is $972,137, and for
Transportation Fund $369,447, less than the savings set forth in Sec. B.1 101(a)(2). The FY 2011 Budget
Adjustment will address this shortfall.

Our proposed Budget Adjustment language covering both the labor contract savings and the retirement
savings is as follows:

Sec. Sec. B.1101(a) of No. 156 of the Acts of 2010 is amended to read: ,
(a) In fiscal year 2011, the secretary of administration is authorized to reduce the following amounts from
appropriations and shall provide a report to the joint fiscal committee by November 15, 2010 on these reductions:
(1) Labor contract savings due to negotiated contract. The secretary of administration is authorized to reduce
fiscal year 2011 appropriations consistent with these contract savings:

General fund $5;548,030 54,784,600

Special funds 5284,302

" Tobacco fund $11,056

internal Service funds $18,074

Global Commitment fund $118,907
The secretary of administration is authorized to transfer these amounts of special, tobacco and internal service
funds to the general fund.
(2) Adjustment to state employees’ retirement.

General fund $4;768,800 5789,966

Transportation fund $686;400 596,559




The secretary of administration is authorized to transfer $6,697 of special fund #21500 (inter-unit transfers) to the
general fund.

Sec. Sec. B.1103(a){1) of No. 156 of the Acts of 2010 is amended to read:

(1) To the secretary of administration for the 27th payday in fiscal year 2011, to be transferred to departments as
the secretary may determine to be necessary:

General fund $9,485,885 $9,286,527 [PERTAINS TO LABOR CONTRACT SAVINGS]
Transportation fund $2;288,;340 52,067,946 [PERTAINS TO RETIREMENT SAVINGS]

Finance and Management Commissioner Jim Reardon will be pleased to answer any questions you may
have at the November 15, 2010 Joint Fiscal Committee meeting.

Attachment
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